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DAVID A. MASKE

Certified Public Accountant
110 West 4™ Street, Suite # 205 712/262-8087

P.O. Box 1287 (fax) T12/262-6080

Spencer, IA 51301
INDEPENDENT AUDITOR'S REPORT

To the Board of Education of the
Graettinger Community School District:

| have audited the accompanying financial statements of the govemmental activities, the business type activities,
each major fund and the aggregate remaining fund information of Graettinger Community School Distric,
Grasttinger, lowa, as of and for the year ended June 30, 2004, which collectively comprise the District's basic
financial statements listed in the table of contents. Thess financial statements are the responsibility of District
officials. My responsibility is 1o express opinions on these financial statements based on my audit.

| conducted my audit in accordance with U.S. generally accepted auditing standards, Chapter 11 of the Code of
lowa, and the slandards applicable to financial audits contained in Govemment Auditing Standards, issued by
the Complroller General of the United States. Those standards and provisions require that | plan and perform
the audit to oblain reasonable assurance about whether the financial stalements are free of material
misstatemenl. An audit includes axamining, on a tesl basis, evidence supporling the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evalualing the overall financial stalement presentation. | believe
that my audit provides a reasonable basis for my cpinions.

In my opinion, the financial statemants referred to above present fairly, in all material respects, the respective
financial posilion of the governmental activities, the business type activities, sach major fund, and the aggregale
ramaining fund information of Graettinger Community School District at June 30, 2004, and the respective
changas in financial position and cash flows, where applicable, for the year then ended in conformity with U.5.
generally accapted accounting principles.

As described in Note 11 to the financial statements, during the year ended June 30, 2004, Graettinger
Community School District adopted Govemmental Accounting Standards Board Statement No. 34, Basic

inancial Stalements - and BN A e ysis - fon ments,
Etal'ﬂﬁ'mnl hb. 3?1 Has z I Gl TSNS - b i O e i 55 5 alg and
Local Govemnments: Omnibus: and Statement No. 38, Certain Financial Statement Note Disclosures; Statament

. 2 adule erspective Differences; and Interpretation No. 6. Recoqnition and
Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements.

In accordance with Govemment Auditing Standards, | have also issued my reports dated October 28, 2004, on
my consideration of Graettinger School District's internal control over financial reporting and my lests of its
compliance with certain provisions of laws, regulations, contracts and grants. Those reports are an integral part

of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the resulls of my audit.

Management's Discussion and Analysis and budgetary comparison information on pages 3 through 5 and 25
through 27 are not required parts of tha basic financial statements, but are supplementary information required
by the Governmental Accounting Standards Board. | have applied cerlain limiled procadures, which consisted
principally of inguiries of management regarding the methods of measurement and presentation of the
supplementary information. | did not audit the information and express no opinion on it.

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Craettinger Community School District's basic financial statements. | praviously audited, in accordance with the
standards referred to in the second paragraph of this report, the financial statements for the three years endad
June 30, 2003 (none of which are presented herein) and expressed unqualified opinions on those financial
statemants. Other supplemental information included in Schedules 1 through 4 is presenled for purposes of
additional analysis and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in my audit of the basic financial statements and, in my opinion, is
fairly stated in all material respects in relation to the aforementioned statements laken as a whole.

Do A epA—

DAVID A. MASK

Cerlified Public Accountant
October 26, 2004

Spencar, lowa
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Graettinger Community School District provides this Management’s Discussion and Analysis of its financial s tatements.
This narrative overview and analysis of the financial activities is for the fiscal year ended June 30, 2004. We encourage
readers to consider this information in conjunction with the District’ financial statements, which follow.

Because the District is implementing new reporting standards for this fiscal year with significant changes in content and
structure, much of the information is not easily comparable with prior years. However, in future years, comparison will
be more meaningful and will go further in explaining the District’'s financial position and results of operations.

2004 FINANCIAL HIGHLIGHTS

General Fund revenue increased from $2,540,521 in fiscal 2003 to $2,581,286 in fiscal 2004, while General fund
expenditures increased from $2,314,418 to $2,378,844 in fiscal year 2004. The District's General Fund balance
increased from $105,941 in fiscal 2003 to $202,442 in fiscal 2004.

USING THIS ANNUAL REPORT

The annul report consists of a series of financial statements and other informat ion, as follows:

Management's Discussion and Analysis introduces the basic financial statements and provides an analytical
overview of the District’s financial activities.

The Government-wide Financial Statements consist of a Statement of Net Assets and a Statement of Activities.
These provide information about the activities of Graettinger Community School District as a whole and represent
an overall view of the District’s finances.

The Fund Financial Statements tell how governmental services were financed in the short term as well as what
remains for future spending. Fund financial statements report Graettinger Community School District's
operations in more detail than the government-wide statements by providing information about the most
significant funds. The remaining statements provide financial information about activities for which Graettinger
Community School District acts solely as an agent or custodian for the benefit of those outside of County
government.

Notes to financial statements provide additional information essential to a full understanding of the data provided
in the financial statements.

Required supplementary information further explains and supports the financial statements with a comparison of
the District's budget for the year.

Other Supplementary Information provides detailed information about the nonmajor Special Revenue Funds.
REPORTING THE DISTRICT'S FINANCIAL ACTIVITIES

Government-wide Financial Statements

The Government-wide financial statements report information abo ut the District as a whole using accounting methods
similar to those used by private-sector companies. The Statement of net Assets includes all of the District's assets and
liabilities. All of the current year’s revenue and expenses are accounted for in the Statement of Activities, regardless of
when cash is received or paid.

The two government-wide financial statements report the District’'s net assets and how they have changed. Net assets —
the difference between the District's assets and liabilities — are one way to measure the District’s financial health or
financial position. Over time, increases or decreases in the District’'s net assets are an indicator of whether financial
position is improving or deteriorating. To assess the District’s overall h ealth, additional non-financial factors, such as
changes in the District's property tax base and the condition of school buildings and other facilities, need to be
considered.
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In the government-wide financial statements, the District’s activities are divided into two categories:

§ Governmental activities: Most of the District's basic services are included here, such as regular and special
education, transportation and administration. Property tax and state aid finance most of these activities .

Business type activities: The District charges fees to help cover the costs of certain services it provides. The
District’'s school nutrition program is included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the District's funds, focusing on its more
significant or “major” funds — not the District as a whole. Funds are accounting devices the District uses to keep track of
specific sources of funding and spending on particular programs.

Some funds are required by state law and by bond covenants. The District establishes other funds to control and
manage money for particular purposes, such as accounting for student activity funds, or to show that it is properly using
certain revenues, such as federal grants.

The District has three kinds of funds:

1) Governmental Funds: Most of the District's basic services are included in governmental funds, which generally
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental fund statements provide
a detailed short-term view that helps determine whether there are ore or fewer financial resources that can be spe nt
in the near future to finance the District's programs.

The District's governmental funds include the General Fund, Special Revenue Funds, Debt Service Fund and Capital
Projects Fund.

The required financial statements for governmental funds include a balance sheet and a statement of revenues,
expenditures, and changes in fund balances.

2) Proprietary funds: Services for which the district charges a fee are generally reported in proprietary funds.
Proprietary funds are reported in the same way as the government-wide financial statements. The District's
Enterprise Funds, one type of proprietary fund, are the same as its business type acti vities, but provide more detalil
and additional information, such as cash flows. The District currently has one Enterpr ise Fund, the School Nutrition
Fund.

The required financial statements for proprietary funds include a statement of revenues, expenses and changes in fund
net assets and a statement of cash flows.

3) Fiduciary funds: The District is the trustee, or fiduciary, for assets that belong to others. These funds include
Private-Purpose Trust and Agency Funds.

Private-Purpose Trust Fund — The District accounts for outside donations for scholarships for individual
students in this fund.

The District is responsible for ensuring the assets reported in the fiduciary funds are used only for their intended
purposes and by those to whom the assets belong. The District excludes these activities from the government -wide
financial statements because it cannot use these as sets to finance its operations.

The required financial statements for fiduciary funds includes a statement of fiduciary net assets and a statement of
changes in fiduciary nets assets.

Reconciliations between the government-wide financial statements and the fund financial statements follow the fund
financial statements.

Governmental Activities
For 2004, revenues for governmental activities were $2,802,368 and expenses were $2,627,973.

The cost of governmental activities was financed with $932,582 in pro perty and other taxes, and $1,112,187 from state
sources, and $126,899 from federal sources.
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Business Type Activities
Revenues for business type activities were $123,587 and expenses were $108,163. The District's business type

activities include the School Nutrition Fund. Revenues of these activities were comprised of charges for service, federal
and state reimbursements and investment income.

INDIVIDUAL FUND ANALYSIS
Governmental Fund Highlights

The General Fund balance increased from $1 05,941 to $308,383.

The Physical Plant and Equipment Levy (PPEL) Fund balance decreased to $21,706 in fiscal 2004 from $29,046 in
fiscal 2003.

The Capital Projects Fund balance increased from $20,067 in 2003 to $22,945 in 2004.

The Management Fund balance decreased to a deficit of $(1,181) in 2004 from $16,293 in 2003.

Proprietary Fund Highlights

School Nutrition Fund net assets increased from a deficit $(222) at June 30, 2003 to $15,202 at June 30, 2004.

BUDGETARY HIGHLIGHTS

The District’s receipts were $2,199 more than budgeted receipts, a variance less than 1%.
Total expenditures were less than budgeted by $364,375.
In spite of the District's budgetary practice, the certified budget was exceeded in the non -instructional and other

expenditures functional areas due to the timing of disbursements paid at year-end without sufficient time to amend the
certified budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2004, the District had invested $1.2 million, net of accumulated depr eciation, in a broad range of capital
assets including land, buildings, athletic facilities, computers, audio -visual equipment and transportation equipment.
More detailed information about the District's capital assets is presented in Note 6 to the financ ial statements.
Depreciation expense for the year was $94,639.

Long-Term Debt

At June 30, 2004, the district had no outstanding bonds or notes payable.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s citizens, taxpayers, customers, investors, and creditors with a
general overview of the District’s finances and to demonstrate the District's accountability for the money it receives. If
you have questions about this report or need additional information, contact Lisa Chapman, District Secretary /
Treasurer.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
STATEMENT OF NET ASSETS

JUNE 30, 2004

Exhibit A

BUSINESS
GOVERNMENTAL  TYPE
ACTIVITIES  ACTIVITIES TOTAL
ASSETS
Cash and Cash Equivalents:
ISCAP ... $ 119,000 $ -0- $ 119,000
OtNET ... 519,563 8,267 527,830
Receivables:
Property Tax:
DeliNQUENT.......eeiiiiiieee e 13,204 -0- 13,204
SUCCEEAING YEAI...iiiiei i ittt et ee e e e 915,000 -0- 915,000
ACCOUNES ... 153,574 -0- 153,574
Accrued Interest:

ISCAP ... 1,462 -0- 1,462
Due from Other GOVErNMENtS .......ceeeveiiiviieeiiiiieeeieeee s 2,084 -0- 2,084
INVENTOTIES. ...t -0- 6,935 6,935
Capital Assets, Net of Accumulated Depreciation ................. 1,228,963 -0- 1,228,963

TOTAL ASSETS $2,952,850 $ 15,202 $2,968,052
LIABILITIES
Cash in Bank — DEefiCit.......c.cccveiieiiiiie et $ 1,569 $ -0- $ 1,569
Accounts Payable ..o 136,889 -0- 136,889
Salaries and Benefits Payable ............ccccoooiiiiiiiiiiiiiiiiin, 177,908 -0- 177,908
Deferred Revenue — Succeeding Year Property Tax............. 915,000 -0- 915,000
ISCAP Warrants Payable...........cccooiiiiiiiiiiiiiiieee s 119,000 -0- 119,000
ISCAP Accrued Interest Payable..........ccccccvveeeeiiiiiciiiee e, 988 -0- 988
Long-Term Liabilities:
Compensated ADSENCES.......ccvveeeiiiiiiiiiieee e e e e e e 5,738 -0- 5,738
TOTAL LIABILITIES $1,357,092 $ -0- $1,357,092
NET ASSETS
Invested in Capital Assets, Net of Related Debt.................... $1,228,963 $ -0- $1,228,963
Restricted For:
Management LEVY .........uuviiiiiiaiiiiiiiiieie ettt (1,181) -0- (1,181)
Physical Plant and Equipment Levy..........cccccvveveeeeeeeinnen, 21,706 -0- 21,706
Other Special Revenue PUrpoSes ........ccccceviiiiivieieeeeenns 20,680 -0- 20,680
UNFESHICEA. ... eeeiie it 325,590 15,202 340,792
TOTAL NET ASSETS $1,595,758 $ 15202 $1,610,960

See notes to financial statements.
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Exhibit B
GRAETTINGER COMMUNITY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2004
NET (EXPENSE) REVENUE

----------------- PROGRAM REVENUES AND CHANGES IN NET ASSETS ---------------
OPERATING CAPITAL
GRANTS, GRANTS,
CONTRIBUTIONS CONTRIBUTIONS BUSINESS
CHARGES FOR & RESTRICTED & RESTRICTED GOVERNMENTAL TYPE
EXPENSES SERVICE INTEREST INTEREST ACTIVITIES ACTIVITIES TOTAL
Functions / Programs:
Governmental Activities:
Instruction:
Regular INSrUCtioN ..........ccoovvveiiiiiieis e $ 981,371  $ 495,888 $ 1319 $ -0- % (484,164) $ -0- % (484,164)
Special Instruction ... 424,182 -0- 126,899 -0- (297,283) -0- (297,283)
Other INStIUCHON ......ocvviiiiiiiice e e 546,488 91,533 -0- -0- (454,955) -0- (454,955)
$ 1,952,041 $ 587,421 $ 128,218 $ -0- $  (1,236,402) $ -0- $  (1,236,402)
Support Services:
StUENE SEIVICES ... .veiveeieieieciiete et reetee e eeesreeeesaenees $ 2638 % -0- % -0- % -0- % (2,638) % -0- % (2,638)
Instructional Staff SErviCes .........ccccvvvivveiicie et e 40,687 -0- -0- -0- (40,687) -0- (40,687)
AdMINIStration SErviCeS ..........ocoeveiiiiieiiiiies e 232,608 -0- -0- -0- (232,608) -0- (232,608)
Operation & Maintenance of Plant Services..................... 241,671 -0- 41,960 -0- (199,711) -0- (199,711)
Transportation SErVICES .......ccoocueieiiiiieeiiiiees creeeeieee s 59,614 -0- -0- -0- (59,614) -0- (59,614)
$ 577,218 $ -0- % 41960 $ -0- % (535,258) $ -0- % (535,258)
Non-Instructional Programs ...........ccccceeeveeiiieeins vveesveeenne $ 2219 $ 0- % 0- % 0- % (2219) % 0- % (2,219)
Other Expenditures:
Facilities ACQUISItION .........coovveriiiieiicieet e $ 14,186  $ -0- % -0- % -0- % (14,186) $ -0- % (14,186)
AEA FIOWtNroUgh .......cooiiiiiiie s e 82,309 -0- 82,309 -0- -0- -0- -0-
Depreciation (Unallocated) * ..........cccceoiiiieeiiiiiene ceeeeein, 6,429 -0- -0- -0- (6,429) -0- (6,429)
$ 102,924 $ 0- % 82,309 $ 0- % (20,615) $ -0- % (20,615)
Total Governmental Activities $ 2,634,402 $ 587,421 $ 252,487 $ -0-  $ (1,794,494) 8 -0- $ (1,794,494)
Business Type Activities:
Non-Instructional Programs:
Food Service Operations ...........ccocvereeenveenes seveniieenneens 108,163 72,108 51,479 -0- -0- 15,424 15,424
TOTAL $ 2,742,565 $ 659,529 $ 303,966 $ -0- $  (1,794494) $ 15424 $ (1,779,070)
General Revenue:
Property Tax Levied For:
(1T aTCT o T U oo LSRR $ 833,209 $ -0- % 833,209
Local Option Sales and Service Tax .. 17,064 -0- 17,064
UNTESHHCLEA SEALE GIANTS ....eeiiiiiiiiiiitiiie et ie e eee e ettt e e ettt e e s tbeeeaaabe £eaatseeeaateeeaeaasseeeasbee e beeeeanteseeaaseeeeeaabeeeeabs £eenbeeeeanseeeesanbeeeaanbeees nheneeeasnneeeins 1,112,187 -0- 1,112,187
TOTAL GENERAL REVENUES $ 1962460 $ -0-  $ 1,962,460
Change in Net Assets $ 167,966 $ 15,424 % 183,390
Net Assets — Beginning of Year, as Restated 1,427,792 (222) 1,427,570
Net Assets — End of Year $ 1595758 $ 15202 $ 1,610,960

* This amount excludes the depreciation that is included in the direct expenses of the various programs.

See notes to financial statements.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS

ASSETS

Cash and Cash Equivalents:
ISCAP ...ttt

Receivables:
Property Tax:

Delinquent........cccceeeeeeviinnnee.
Succeeding Year....................

ACCOUNTS ...eceviieiieii e,
Accrued Interest:

TOTAL ASSETS

LIABILITIES

Cash in Bank — Deficit..................
Accounts Payable ..............c.c.......

Salaries and Benefits Payable.......

ISCAP Warrants Payable..............

ISCAP Accrued Interest Payable ..
Deferred Revenue:
Succeeding Year Property Tax

TOTAL LIABILITIES

FUND BALANCES

unreserved ......cocoeeeeeeiieeiiiieneeeneenn,

TOTAL LIABILITIES AND
FUND BALANCES

See notes to financial statements.

JUNE 30, 2004

Exhibit C

NONMAJOR
CAPITAL SPECIAL
GENERAL PROJECTS REVENUE TOTAL
$ 119,000 $ -0- $ -0- $ 119,000
456,994 20,861 41,708 519,563
12,138 -0- 1,066 13,204
846,000 -0- 69,000 915,000
153,574 -0- -0- 153,574
1,462 -0- -0- 1,462
-0- 2,084 -0- 2,084
$1,589,168 $ 22945 $ 111,774 $1,723,887
$ -0- $ -0- $ 1,569 $ 1,569
136,889 -0- -0- 136,889
177,908 -0- -0- 177,908
119,000 -0- -0- 119,000
988 -0- -0- 988
846,000 -0- 69,000 915,000
$1,280,785 $ -0- $ 70,569 $1,351,354
308,383 22,945 41,205 372,533
$1,589,168 $ 22945 $ 111,774 $1,723,887
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

Exhibit D

RECONCILIATION OF THE BALANCE SHEET — GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS
JUNE 30, 2004

Total Fund Balances of Governmental FUnds (Page 10) ........coooiuiiiiiiiiieiie e

Amounts reported for governmental activities in the
Statement of Net Assets are different because:

Capital Assets used in governmental activities are not
financial resources and, therefore, are not reported as
assets in the governmental fUNAS ...........ccciiiiiiii e

Long-term liabilities, including bonds and notes payable
and compensated absences, are not due and payable in

the current period and, therefore, are not reported in the
110 Lo £ PPNt

Net Assets of Governmental Activities (Page 7)

See notes to financial statements.

$ 1,595,758
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2004

Revenues:
Local Source:

TOTAL REVENUES

Expenditures:
Current:
Instruction:
Regular Instruction ..........cccccceveeeennn.
Special Instruction ............ccoeecvvveeeen.
Other InStruction .........cccocvveeevinnenen.

Support Services:
Student SErVICES ......ooevvvveveeivieeeeennn.
Instructional Staff Services...............
Administration Services....................
Operation & Maintenance of
Plant Services......ccoooovevvvivivieeeeennn.
Transportation Services....................

Non-Instructional Programs..................
Other Expenditures:
Facility Acquisition .........ccccceeeevvvivnnnnn,
AEA Flowthrough.........cccccccoiiiiiiinnn.
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

FUND BALANCES - BEGINNING OF
YEAR, as restated (Note 11)

FUND BALANCES - END OF YEAR

See notes to financial statements.

Exhibit E

NONMAJOR
CAPITAL SPECIAL
GENERAL PROJECTS REVENUE TOTAL
$ 846,312 $ 17,064 $ 69,206 $ 932,582
94,093 -0- -0- 94,093
38,827 -0- 134,812 173,639
362,968 -0- -0- 362,968
1,112,187 -0- -0- 1,112,187
126,899 -0- -0- 126,899
$2,581,286 $ 17,064 $ 204,018 $2,802,368
$ 938,008 $ -0- $ 43,363 $ 981,371
424,182 -0- -0- 424,182
448,844 -0- 97,644 546,488
$1,811,034 $ -0- $ 141007 $1,952,041
$ 2,638 $ -0- $ -0- $ 2,638
40,687 -0- -0- 40,687
225,753 -0- 6,855 232,608
154,590 -0- 87,081 241,671
59,614 -0- -0- 59,614
$ 483,282 $ -0- $ 93,936 $ 577,218
$ 2,219 $ -0- $ -0- $ 2,219
$ -0- $ 14,186 $ -0- $ 14,186
82,309 -0- -0- 82,309
$ 82,309 $ 14186 $ -0- $ 96,495
$2,378,844 $ 14186 $ 234,943 $2,627,973
$ 202,442 $ 2,878 $ (30,925) $ 174,395
105,941 20,067 72,130 198,138
$ 308,383 $ 22945 $ 41205 $ 372,533
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Exhibit F

GRAETTINGER COMMUNITY SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2004

Net Change in Fund Balances - Total Governmental Funds (Page 10) ......ccccccovviiiiiiieeennenns $ 174,395

Amounts reported for governmental activities in the
Statement of Activities are different because:

Capital outlays to purchase or build capital assets are
reported in governmental funds as expenditures. However,
those costs are not reported in the Statement of Net Assets
and are allocated over their estimated useful lives as deprec-
iation expense in the Statement of Activities. Capital outlay
expenditures exceeded depreciation expense in the current
year, as follows:

Expenditures for Capital ASSEtS ......ccveeevvviiciiiiiiiie e $ 93,948
Depreciation EXPENSE .....couiiiii ittt (94,639) (691)

Some expenses reported in the Statement of Activities do
not require the use of current financial resources and,
therefore, are not reported as expenditures in the govern-
mental funds, as follows:

(070] 191 01T g IST= 1= T0 AN 0 1-1=T s Tod =T SRR (5,738)
Change in Net Assets of Governmental Activities (Page 7) $ 167,966

See notes to financial statements.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

STATEMENT OF NET ASSETS
PROPRIETARY FUND

JUNE 30, 2004

ASSETS

Cash and Cash EQUIVAIENTS..........uuuiiiiiie e e e e s e e e s s e e e e e e e e e e s e nnnnaee s

Inventories..

TOTAL ASSETS

LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of Related Debt ..o

Unrestricted

TOTAL NET ASSETS

See notes to financial statements.

Exhibit G

School
Nutrition

$ 8,267

6,935

$ 15,202
$ 0-
$ 0-

15,202
$ 15,202
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

Exhibit H

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUND
YEAR ENDED JUNE 30, 2004

Operating Revenues:
Local Sources:

Charges fOr SEIVICE ...

Operating Expenses:
Food Service Operations:
Non-Instructional Programs:

Salaries and BENEFitS........ccuuureiiiiiiiiiee e
21 LS [T
SUPPHES e

TOTAL OPERATING EXPENSES
OPERATING LOSS

Non-Operating Revenues:

STALE SOUICES .ouiiiiiii e e it e a e e eas
FEAEral SOUICES .....cevveteii et e e e e e e e e e eees

TOTAL NON-OPERATING REVENUES

CHANGE IN NET ASSETS

NET ASSETS — BEGINNING OF YEAR

NET ASSETS — END OF YEAR

See notes to financial statements.

School
Nutrition

72,108

$ ;

$ 44,378
10,697
53,088

$ 108,163

$  (36,055)

$ 1,859
49,620

$ 51479

$ 15424

(222)

$ 15202
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

STATEMENT OF CASH FLOWS
PROPRIETARY FUND

YEAR ENDED JUNE 30, 2004

Cash Flows from Operating Activities:

Cash Received from Sale of Lunches and Breakfasts..........ccccoccveiiiiiiiiiiie e,
Cash Paid to EMpPIOyees fOr SEIVICES ......cooiiiiiiiiiiieie e
Cash Paid to Suppliers for GOOAS OF SEIVICES .....cceeeeiiiiiciiiiiiieee e sieeer e e e e ssrereeae e

NET CASH USED BY OPERATING ACTIVITIES

Cash Flows from Non-Capital Financing Activities:

State GrantS RECEIVE. ........cuveeie i e e et e e e s e s e e e s e e e bbb e e e e s eeeaeees
Federal GrantS RECEIVEU..........coouuiiiiee ettt e e e e e e e aa e e e aaaes

NET CASH PROVIDED BY NON-CAPITAL
FINANCING ACTIVITIES

Cash Flows from Capital and Related Financing Activities:

Interfund Payable REetIrEd ...........ueeiiiioiiiiiie s e e e e e s eeeee s

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

Reconciliation of Operating Loss to Net Cash Used by Operating Activities:

(@] 0= = 1T TN 0 1RSSR

Adjustments to Reconcile Operating Loss to Net Cash Used by Operating Activities:
COMMOAILIES USEA ...ttt et
DECrEase IN INVENTOIIES ....eeiiiiiiiiiieetie ittt e ettt e e e e e e e e e s aba e eeeaaaaeees

NET CASH USED BY OPERATING ACTIVITIES

Non-Cash Investing, Capital and Financing Activities:

Exhibit |

School
Nutrition
$ 72,108
(55,075)
(41,105)
$ (24,072)
$ 1,859
38,051
$ 39,910
$ (11,100)
$ 4,738

3,529

$ 8,267

$  (36,055)

11,569
414

$ (24,072

During the year ended June 30, 2004, the District received $11,569 of federal commodities.

See notes to financial statements.
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Exhibit J

GRAETTINGER COMMUNITY SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUND

JUNE 30, 2004

Private
Purpose
Trust
Scholarship
ASSETS
(O 1] g =T (o l 220 1o [STe 01 VZ=TY 11 4 1] 01 $ 4,600
TOTAL ASSETS $ 4,600
LIABILITIES
[\ [o) o LT $ -0-
NET ASSETS
Reserved for SCholarships..........ueiiiiee i e e e e e eeenannes $ 4,600

See notes to financial statements.
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Exhibit K

GRAETTINGER COMMUNITY SCHOOL DISTRICT

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUND

YEAR ENDED JUNE 30, 2004

Private
Purpose
Trust
Scholarship
Additions:
Local Sources:
INEEIEST INCOME ..., $ 138
Deductions:
Support Sources:
Scholarships AWAIHEA ..........ooiiii ittt e e e e e e e e nneeeeeeeeaaanes 138
CHANGE IN NET ASSETS $ -0-

NET ASSETS — BEGINNING OF YEAR

NET ASSETS - END OF YEAR $ 4,600

See notes to financial statements.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Graettinger Community School District is a political subdivision of the State of lowa and operates public schools
for children in grades kindergarten through twelve. The geographic area served includes the City of Graettinger,
lowa, and the predominate agricultural territory in the surrounding coun ties. The District is governed by a Board
of Education whose members are elected on a non -partisan basis.

The District’s financial statements are prepared in conformity with U.S. generally accepted accounting princip les
as prescribed by the Governmental Accounting Standards Board.

A. REPORTING ENTITY

For financial reporting purposes, Graettinger Community School District has included all funds,
organizations, agencies, boards, commissions and authorities. The District has also considered all
potential component units for which it is financially accountable, and other organizations for which the
nature and significance of their relationship with the District are such that exclusion would cause the
District's financial statements to be misleading or incomplete. The Governmental Accounting
Standards Board has set forth criteria to be considered in determining financial accountability. These
criteria include appointing a voting majority of an organization’s governing body, and (1) the ability of
the District to impose its will on that organization or (2) the potential for the organization to provide
specific benefits to, or impose specific financial burdens on the District. Graettinger Community
School District has no component units which meet the Governm ental Accounting Standards Board
criteria.

B. BASIS OF PRESENTATION

Government-Wide Financial Statements — The Statement of Net Assets and the Statement of
Activities report information on all of the nonfiduciary activities of the District. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by tax and intergovernmental revenues, are reported separately from business
type activities, which rely to a significant extent on fees and charges for service.

The Statement of Net Assets presents the District's nonfiduciary assts and liabilities, with the
difference reported as net assets. Net assets are reported in three categories:

Invested in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bonds, notes and other debt attributable to
the acquisition, construction or improvement of those assets.

Restricted net assets result when constraints placed on net asset use are either externally
Imposed or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the two preceding
categories.  Unrestricted net assets often have constraints on resources imposed by
management which can be removed or modified.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those clearly identifiable with a
specific function. Program revenues include: 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function and 2) gra nts,
contributions and interest restricted to meeting the operational or capital requirements of a particular
function. Property tax and other items not properly included among program revenues are reported
instead as general revenues.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED:

Fund Financial Statements — Separate financial statements are provided for governmental, proprietary
and fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds are reported as separate columns in the fund
financial statements. All remaining governmental funds are aggregated and reported as nonmajor
governmental funds.

The District reports the following major governmental funds:

The General Fund is the general operating fund of the District. All general tax revenues and other
revenues that are not allocated by law or contractual agreement to some other fund are accounted
for in this fund. From the fund are paid the general operating expenditures, including instructional,
support and other costs.

The Capital Projects Fund is used to account for all resources used in the acquisition and
construction of capital facilities.

The District reports the following major proprietary fund:

The District's proprietary fund is the Enterprise, School Nutrition Fund. This fund is used to
account for the food service operations of the District.

The District also reports fiduciary funds which focus on net assets and changes in net assets. The
District fiduciary funds include the following:

The Private Purpose Trust Fund is used to account for assets held by the District under trust
agreements which require income earned to be used to benefit individuals through scholarship
awards.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide, proprietary and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property tax is recognized as revenue in the year for which it is levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days after year end.

Property tax, intergovernmental revenues (shared revenues, grants and reimbursements from other
governments) and interest associated with the current fiscal period are all considered to be
susceptible to accrual. All other revenue items are considered to be measurable and available only
when cash is received by the District.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, principal and interest on long-term debt, claims and judgments and compensated absences
are recognized as expenditures only when payment is due. Capital asset acquisitions a re reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

Under the terms of grant agreements, the District funds certain programs by a combination of specific
cost-reimbursement grants and general revenues. Thus, when program expenses are incurred, there
are both restricted and unrestricted net assets available to finance the program. It is the District's
policy to first apply cost-reimbursement grant resources to such programs, and then general
revenues.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED:

C.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING — CONTINUED:

The proprietary fund of the District applied all applicable GASB pronouncements, as well as the
following pronouncements issued on or before November 30, 1989, unless these pronouncements
conflict with or contradict GASB pronouncements: Financial Accounting Standard Board Statements
and Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the
Committee on Accounting Procedure.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating revenues
of the District's Enterprise Fund is charges to customers for sales and services. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

The District maintains its financial records of the cash basis. The financial statements of the District
are prepared by making memorandum adjusting entries to the cash basis financial reco rds.

ASSETS, LIABILITIES AND FUND EQUITY

The following accounting policies are followed in preparing the combined balance sheet:

Cash, Pooled Investments, and Cash Equivalents - The cash balances of most District funds are
pooled and invested. Investments are stated at fair value except for the investment in the lowa
Schools Joint Investment Trust which is valued at amortized cost and non -negotiable certificates of
deposit which are stated at cost.

For purposes of the statement of cash flows, all short-term cash investments that are highly liquid
are considered to be cash equivalents. Cash equivalents are readily convertible to known
amounts of cash and, at the day of purchase, they have a maturity date no longer than three
months.

Property Tax Receivable - Property tax in governmental fund types is accounted for using the
modified accrual basis of accounting.

Property tax receivable is recognized in these funds on the levy or lien date, which is the date the
tax asking is certified by the Board of Education. Delinquent property taxes receivable represents
unpaid taxes from the current and prior years. The succeeding year property tax receivable
represents taxes certified by the Board of Education to be collected in the next fiscal year for the
purposes set out in the budget for the next fiscal year. By statute, the District is required to certify
its budget in April of each year for the subsequent fiscal year. However, by statute, the tax asking
and budget certification for the following fiscal year becomes effective on the first day of that year.
Although the succeeding year property tax receivable has been recorded, the related revenue is
deferred in both the government-wide and the fund financial statements and will not be recognized
as revenue until the year for which it is levied.

Property tax revenue recognized in these funds become due and collectible in September and
March of the fiscal year with a 1%% per month penalty for delinquent payments; is based on
January 1, 2002 assessed property valuations; is for the tax accrual period July 1, 2003 through
June 30, 2004 and reflects the tax asking contained in the budget certified to the County Board of
Supervisors in April 2003.

Due From Other Governments - Due from other governments represents amounts due from the
State of lowa, various shared revenues, grants, and reimbursements from other governments.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED:
D. ASSETS, LIABILITIES AND FUND EQUITY — CONTINUED:

Inventories - Inventories are valued at cost using the first-in, first-out method for purchased items
and government commodities. Inventories of proprietary funds are recorded as expenses when
consumed rather than when purchased or received.

Capital Assets — Capital assets, which include property, furniture and equipment, are reported in
the applicable governmental or business type activities columns in the govern ment-wide Statement
of Net Assets. Capital assets are recorded at historical cost. Donated capital assets are recorded
at estimated fair market value at the date of donation. The costs of normal maintenance and
repair that do not add to the value of the asset or materially extend asset lives are not capitalized.
Capital assets are defined by the District as assets with an initial, individual cost in excess of the
following thresholds and estimated useful lives in excess of two years.

Asset Class Amount
1= 1 o [P OPUPSRN $ 2,000
BUIIAINGS ... e e 10,000

Improvements Other Than Buildings 10,000
Furniture and Equipment:
School Nutrition Fund EQUIPMENt .........cooviiieiieiiiiiieee e 500

Other Furniture and Equipment ..........cccooooieeeeniiiiee e 2,000

Capital Assets are depreciated using the straight-line method over the following estimated useful

lives:
Estimated
Useful Lives
Asset Class (In Years)
BUIIAINGS ... et e e e 50 years
Improvements Other Than Buildings 20-50 years
Furniture and EQUIPMENT ..........oiiiiiiiie e e 5-15 years

Salaries and Benefits Payable — Payroll and related expenditures for teachers with annual
contracts corresponding to the current school year, which are payable in July and August, have
been accrued as liabilities.

Deferred Revenue — Although certain revenues are measurable, they are not available. Available
means collected within the current period or expected to be collected soon enough thereafter to be
used to pay liabilities of the current period. Deferred revenue in the governmental fund financial
statements represents the amount of assets that have been recognized, but the related revenue
has not been recognized since the assets are not collected within the current period or expected to
be collected soon enough thereafter to be used to pay liabilities of the current period. Deferred
revenue consists of unspent grant proceeds as well as property tax receivable and other
receivables not collected within sixty days after year end.

Deferred revenue in the Statement of Net Assets consists of succeeding year property tax
receivable that will not be recognized as revenue until the year for which it is levied.

Compensated Absences — District employees accumulate a limited amount of earned but unused
vacation for subsequent use or for payment upon termination, death or retirement. A liability is
recorded when incurred in the government-wide financial statements. A liability for these amounts
is reported in governmental fund financial statements only for employees that have resigned or
retired. The compensated absences liability has been computed based on rates of pay in ef fect at
June 30, 2004. The compensated absences liability attributable to the governmental activities will
be paid primarily by the General Fund.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED:
D. ASSETS, LIABILITIES AND FUND EQUITY — CONTINUED:

Long-Term Liabilities — In the government-wide financial statements, long-term debt and other
long-term obligations are reported as liabilities in the governmental activities column in the
Statement of Net Assets.

Fund Equity — In the governmental fund financial statements, reservations of fund balance are
reported for amounts that are not available for appropriation or are legally restricte d by outside
parties for use for a specific purpose.

Restricted Net Assets — In the government-wide Statement of Net Assets, net assets are reported
as restricted when constraints placed on net asset use are either externally imposed by creditors,
grantors, contributors or laws and regulations of other governments or imposed by law through
constitutional provisions or enabling legislation.

E. BUDGETS AND BUDGETARY ACCOUNTING

The budgetary comparison and related disclosures are reported as Required Supplemen tary
Information. During the year ended June 30, 2004, disbursements in the non-instructional and other
expenditures functional areas exceeded the amounts budgeted.

NOTE 2 - CASH AND POOLED INVESTMENTS:

The District’'s deposits in banks at June 30, 2004, were entirely covered by Federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for additional
assessments against the depositories to insure there will be no loss of public fun ds.

The District is authorized by statute to invest public funds in obligations of the United States government, its
agencies, and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Education; prime eligible bankers acceptances; certain high -
rated commercial paper; perfected repurchase agreements; certain registered open-end management
investment companies; certain joint investment trusts; and warrants or improvemen t certificates of a drainage
district.

NOTE 3 — DUE FROM AND DUE TO OTHER FUNDS:
There were no interfund receivables or payables at June 30, 2004.

NOTE 4 — INTERFUND TRANSFERS:

There were no interfund transfers for the year ended June 30, 2004.

NOTE 5 - IOWA SCHOOL CASH ANTICIPATION PROGRAM (ISCAP):

The District participates in the lowa School Cash Anticipation Program (ISCAP). ISCAP is a program of the lowa
Association of School Boards and is designed to provide funds to participating entities durin g periods of cash
deficits. ISCAP is funded by a semiannual issuance of anticipatory warrants, which mature as noted below. The
warrant sizing of each school corporation is based on a projection of cash flow needed during the semiannual
period. ISCAP accounts are maintained for each participating entity, and monthly statements are provided
regarding their cash balance, interest earnings, and amounts available for withdrawal for each outstanding series
of warrants. Bankers Trust Co. NA is the trustee for the program. A summary of the District’'s participation in
ISCAP as of June 30, 2004, is as follows:

DATE(S) EINAL ACCRUED ACCRUED

FUNDS ARE WARRANT INVEST- INTEREST WARRANTS INTEREST

SERIES AVAILABLE MATURITY MENTS RECEIVABLE PAYABLE PAYABLE
2003-04B 01/30/04 01/28/05 $ 119000 $ 1462 $ 119,000 $ 988
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004
NOTE 5 - IOWA SCHOOL CASH ANTICIPATION PROGRAM (ISCAP) — CONTINUED:

The District pledges its state foundation aid payments and General Fund receipts as security for warrants issued.
Repayments must be made when General Fund receipts are received. If a balance is outstanding on the last
date the funds are available to be drawn, then the District must repay the outstanding withdrawal from its General
Fund receipts. In addition, the District must make minimum warrant repayments on the 25 ™ of each month
immediately following the final date that the warrant proceeds may be used in an amount equal t 0 25% of the
warrant amount. ISCAP advance activity in the General Fund for the year ended June 30, 2004 is as follows:

NONE

The warrants bear interest and the available proceeds of the warrants are invested at the interest rates shown
below:

INTEREST RATES INTEREST RATES
SERIES ON WARRANTS ON INVESTMENTS
2003-2004B 2.000% 1.392%

NOTE 6 — CAPITAL ASSETS:
Capital Assets activity for the year ended June 30, 2004, was as follows:

BALANCE
BEGINNING OF BALANCE
YEAR, as Restated END OF
(Note 11) INCREASES DECREASES YEAR
Governmental Activities:
Capital Assets Being Depreciated:
BUIIAINGS ..o e $ 1,540,424  $ -0- % -0-  $ 1,540,424
Improvements Other Than Buildings....... -0- 62,650 -0- 62,650
Furniture and Equipment................ccc.e... 918,460 31,298 -0- 949,758
Total Capital Assets Being
Depreciated $2458884 $ 93948 % -0-  $ 2,552,832
LESS - Accumulated Depreciation For:
BUIlAINGS ..o e $ 770000 $ 30800 $ -0- $ 800,800
Improvements Other Than Buildings....... -0- 1,566 -0- 1,566
Furniture and Equipment.............cccccceene 459,230 62,273 -0- 521,503
Total Accumulated Depreciation $1.229230 $ 94639 $ -0-  $ 1,323,869
Total Capital Assets Being
Depreciated, Net $1229654 $ (691) $ -0- $ 1,228,963
Governmental Activities Capital
Assets, Net $1,229654 $ (691) $ -0- $1.228,963
BALANCE BALANCE
BEGINNING END OF

OF YEAR INCREASES DECREASES YEAR

Business Type Activities:

Furniture and Equipment............ccccccveeveee. $ 19,836 $ -0- % -0- $ 19,836
LESS — Accumulated Depreciation ........... 19,836 -0- -0- 19,836
Business Type Activities Capital

Assets, Net $ 0- $ 0- $ 0- $ -0-
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
JUNE 30, 2004

NOTE 6 — CAPITAL ASSETS - CONTINUED):
Depreciation expense was charged to the following functions:

Governmental Activities:
Instruction:
REGUIAT ...t ettt tte — ettt e e e s b bt e e s kb e e e e e sbee e e eeeeeanbeeeeabbeeeaabeneeeaans eean
Support Services:
AGMINISIIEALION ...t ettt e ae £e e ettt e e abb e e e e abaeeeeaabbeas hbeeesanbeeeaanseeeeaanes
Operation and Maintenance of Plant
R 10 K] oJo] 1 7= L4 (o] TP PR UUTPRTI

L0 T= 1 oY= L= o PSPPSR

Total Depreciation Expense — Governmental Activities $ 94,639

Business Type Activities:
FOOA SErVICE OPEIALIONS. .. ...eiiiiiiii ettt et ee ettt e ettt e e st b e e e st £eesaabeeeaabeeeeaaaneeeaanbees sbbeaeansenas $ -0-

NOTE 7 — LONG-TERM LIABILITIES:

Changes in long-term liabilities for the year ended June 30, 2004, are summarized as follows:

BALANCE BALANCE DUE
BEGINNING END OF WITHIN
OF YEAR ADDITIONS REDUCTIONS YEAR ONE YEAR
Compensated AbSENCES ..........cceeeveennee. $ -0- $ 5738 $ -0- $ 5738 $ 5,738

NOTE 8 - PENSION AND RETIREMENT BENEFITS:

The District contributes to the lowa Public Employees Retirement System (IPERS), which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. IPERS provides retirement
and death benefits which are established by State statute to plan members and beneficiaries. IPERS issues a
publicly available financial report that includes financial statements and required supplementary information. The
report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines, lowa, 50306 -9117.

Plan members are required to contribute 3.70% of their annual covered salary and the District is required to
contribute 5.75% of annual covered payroll for the years ended June 30, 2004, 2003, and 2002. Contribution
requirements are established by State statute. The District’s contribution s to IPERS for the years ended June
30, 2004, 2003, and 2002, were $67,248, $61,126, and $76,464 respectively, equal to the required contributions
for each year.

NOTE 9 - RISK MANAGEMENT:

Graettinger Community School District is exposed to various risks of loss related to torts; theft; damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. These risks are covered
by the purchase of commercial insurance. The District assumes liability for any deductibles and claims in excess
of coverage limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any
of the past three fiscal years.

NOTE 10 - AREA EDUCATION AGENCY:

The District is required by the Code of lowa to budget for its share of special education supp ort, media and
educational services provided through the area education agency. The District's actual amount for this purpose
totaled $82,309 for the year ended June 30, 2004, and is recorded in the General Fund by making a
memorandum adjusting entry to the cash basis financial statements.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 11 — ACCOUNTING CHANGE AND RESTATEMENTS:

Governmental Accounting Standards Board Interpretation No. 6, Recognition and Measurement of Certain
Liabilities and Expenditures in Governmental Fund Financial Statements , was implemented for the year ended
June 30,2004. The interpretation modifies when compensated absence and early retirement liabilities are
recorded under the modified accrual basis of accounting.

Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and Management’'s
Discussion and Analysis - for State and Local Governments; Statement No. 37, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments; Omnibus; and Statement No. 38,
Certain Financial Statement Note Disclosures; and Statement No. 41, Budgetary Comparison Schedule —
Perspective Differences, were implemented for the year ending June 30, 2004. The statements create new basic
financial statements reporting the District’s financial activities . The financial statements now include government-
wide financial statements prepared on an accrual basis of accounting and fund financial statements which
present information for individual major funds rather than by fund type. Nonmajor funds are presented in total in
one column.

The government-wide financial statements separate the District's program between governmental and business
type activities. The beginning net assets for governmental activities has been restated to include capital assets,
long-term liabilities and the changes in assets and liabilities at July 1, 2003, caused by the conversion to the
accrual basis of accounting.

The effects of the accounting changes and other restatements in the governmental activities are summarized as
follows:

FUND
NONMAJOR
CAPITAL SPECIAL
GENERAL PROJECTS REVENUE TOTAL
Net Assets July 1, 2003, as
Restated for Governmental Funds .......... $ 105941 $ 20067 $ 72,130 $ 198,138
GASB 34 Adjustments:
Capital assets, net of accumulated depreciation of $1,229,230........c.cccccvrveririeniies cevvenieens 1,229,654
Net Assets — July 1, 2003, as Restated $ 1,427,792
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REQUIRED SUPPLEMENTARY INFORMATION



RECEIPTS:

LOCAl SOUICES .....coeeeeeeeeeeeee e et
Intermediate SOUICES .........oovvvvevceeeeeeeeeieeee e,
State SOUICES ....vvvviiiiie e e
Federal SOUICES .......cceeeiiiiiiiiieieeee e

TOTAL RECEIPTS

DISBURSEMENTS:

INSEUCHION ... e
SUPPOIt SEIVICES ..oovieiiiiiiiee e e
Non-Instructional Programs ..........cccccoecvviveeeeeinnnn.
Other EXpenditures..........cccceviiieeieiii e

TOTAL DISBURSEMENTS

EXCESS (DEFICIENCY) OF RECEIPTS
OVER DISBURSEMENTS

OTHER FINANCING SOURCES, Net

Excess (Deficiency) of Receipts and Other Financing
Sources Over (Under) Disbursements and Other
Financing Uses

BALANCES - BEGINNING OF YEAR

BALANCES - END OF YEAR

See accompanying independent auditor’s report.

GRAETTINGER COMMUNITY SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE OF RECEIPTS, DISBURSEMENTS AND CHANGES IN BALANCES -
BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS AND PROPRIETARY FUND
REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2004

PROPRIE-

GOVERNMENTAL TARY BUDGETED FINAL TO

FUNDS FUND TOTAL AMOUNTS ACTUAL

ACTUAL ACTUAL ACTUAL FINAL VARIANCE
................... $ 1,075,719 $ 72,108 1,147,827 $ 1,288,465 $ (140,638)
................... 362,968 -0- 362,968 161,000 201,968
................... 1,112,187 1,859 1,114,046 1,079,747 34,299
................... 126,899 38,051 164,950 258,380 (93,430)
$ 2677773 % 112,018 2,789,791 $ 2,787,592 $ 2,199

................... $ 1,642,204 $ -0- 1,642,204 $ 1,887,579 $ 245,375
................... 577,218 -0- 577,218 670,711 93,493
.................... 2,219 107,280 109,499 106,264 (3,235)
................... 96,495 -0- 96,495 82,309 (14,186)
$ 2318136 $ 107,280 2425416 $ 2,746,863 $ 321,447

$ 359,637 $ 4,738 364,375 $ 40,729 $ 323,646
-0- -0- -0- 12,000 (12,000)

$ 359,637 $ 4,738 364375 % 52,729 $ 311,646
159,926 3.529 163,455 211,290 (47,835)

$ 519563 $ 8,267 527,830 $ 264,019 $ 263,811
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE — BUDGET TO GAAP RECONCILIATION
REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2004

Accrual Modified
Cash Adjust- Accrual
Basis ments Basis
REVENUES ..ottt ettt e et e e e e eiataee e e e s enaes $ 2677,773 $ 124595 $ 2,802,368
EXPENITUIES ...t e e e e e 2,318,136 309,837 2,627,973
NEL ..ottt ettt ettt ettt ettt ettt ettt ettt $ 359637 $ (185242) $ 174,395
BEGINNING FUND BALANCES 159,926 38,212 198,138
ENDING FUND BALANCES $ 519,563 $ (147,030) $ 372,533

------- Proprietary Fund Enterprise-------

Accrual

Cash Adjust- Accrual

Basis ments Basis
REVENUES ..ottt ettt ettt et sreeenbee e $ 112,018 % 11,569 $ 123,587
EXPENAITUIES ...t et e e e 107,280 883 108,163
N L PSP PPPPPPTRRN $ 4,738 % 10,686 $ 15,424
Beginning Net Assets 3,529 (3.751) (222)
Ending Net Assets $ 8267 $ 6935 $ 15,202

See accompanying independent auditor’s report.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY REPORTING

YEAR ENDED JUNE 30, 2004

In accordance with the Code of lowa, the Board of Education annually adopts a budget following required public
notice and hearing for all funds except Private Purpose Trust and Agency Funds. The budget may be amended
during the year utilizing similar statutorily prescribed procedures. The District’'s budget is prepared on the cash
basis. Encumbrances are not recognized on the cash basis budget and appropriations lapse at year end.

Formal and legal budgetary control for the certified budget is based upon four major classes of expenditures
known as functions, not by fund or fund type. These four functions are instruction, s upport services, non-
instructional programs and other expenditures. Although the budget document presents function expenditures o r
expenses by fund, the legal level of control is at the aggregated functional level, not by fund. The Code of lowa
also provides District expenditures in the General Fund may not exceed the amount authorized by the school
finance formula.

During the year ended June 30, 2004, disbursements in the non -instructional and other expenditures functions
exceeded the amounts budgeted.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
COMBINING BALANCE SHEET

NON-MAJOR SPECIAL REVENUE FUNDS

JUNE 30, 2004

Schedule 1

PHYSICAL
MANAGE- PLANT AND
MENT STUDENT EQUIPMENT
LEVY ACTIVITY LEVY TOTAL
ASSETS
Cash and Pooled Investments..................... $ -0- $ 20,680 $ 21,028 $ 41,708
Receivables:
Property Tax:
Delinquent........cccveeeeeeieiciiiieeee e 388 -0- 678 1,066
Succeeding Year......coooooccveieeeieeeeeeen, 25,000 -0- 44,000 69,000
TOTAL ASSETS $ 25,388 $ 20,680 $ 65,706 $ 111,774
LIABILITIES AND FUND EQUITY
Liabilities:
Cash in Bank — Deficit..........cccoeeeeeeeennnnnn. $ 1,569 $ -0- $ -0- $ 1,569
Deferred Revenue:
Succeeding Year Property TaX .......ccccee... 25,000 -0- 44,000 69,000
TOTAL LIABILITIES $ 26,569 $ -0- $ 44,000 $ 70,569
Fund Equity:
Unreserved Fund Balances ...........ccccuuu..... $ (1,181) $ 20,680 $ 21,706 $ 41,205
TOTAL LIABILITIES
AND FUND EQUITY $ 25,388 $ 20,680 $ 65,706 $ 111,774

See accompanying independent auditor’s report.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT
COMBINING SCHEDULE OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES
NON-MAJOR SPECIAL REVENUE FUNDS

YEAR ENDED JUNE 30, 2004

Revenues:
Local Sources:

TOTAL REVENUES

Expenditures:
Current:
Instruction:

Regular Instruction...........cccccceeevnee
Other INStruction .........ccccocovevcverennnen,

Support Services:

Administration Services....................

Operation & Maintenance of

Plant SErviCes.........cccocvvvveereeereennnns

TOTAL EXPENDITURES

Excess (Deficiency) of Revenues
Over (Under) Expenditures

FUND BALANCES — BEGINNING
OF YEAR, as Restated

FUND BALANCES — END OF YEAR

Schedule 2

PHYSICAL
MANAGE- PLANT AND
MENT STUDENT  EQUIPMENT
LEVY ACTIVITY LEVY TOTAL
$ 25080 $ 0- $ 44126 $ 69,206
1,319 91,533 41,960 134,812
$ 26399 $ 91533 $ 86,086 $ 204,018
$ 13,609 $ 0- $ 29,754 $ 43,363
-0- 97,644 -0- 97,644
6,855 -0- -0- 6,855
23,409 -0- 63,672 87,081
$ 43873 $ 97,644 $ 93426 $ 234943
$ (17,474) $ (6111) $ (7,340) $ (30,925)
16,293 26,791 29,046 72,130
$ (1181) $ 20680 $ 21706 $ 41205

See Accompanying Independent Auditor’s Report.

Page 29



Student Council
Future Farmers of America
Cheerleaders

GRAETTINGER COMMUNITY SCHOOL DISTRICT

SCHEDULE OF CHANGES IN SPECIAL REVENUE FUNDS

ACCOUNT

Future Homemakers of America............

Honor Society
Speech/Drama

Athletics.......ccvvvveees
Senior Class ............
Junior Class.............

Sophomore Class

ANNUAL ...t e,

Library.......coooi

Summer Program

INtEreSt. ..o,

ACTIVITY ACCOUNTS

YEAR ENDED JUNE 30, 2004

Schedule 3

BALANCE INTER-  BALANCE
BEGINNING EXPEND- FUND- END

OF YEAR REVENUES ITURES TRANSFERS OF YEAR

$ 3252 % 7,848 % 9773 % 728 $ 2,055

1,032 18,666 18,756 -0- 942

1,218 1,182 2,073 -0- 327

759 20 -0- (713) 66

978 1,723 1,380 -0- 1,321

-0- 52 70 18 -0-

7,268 22,706 24,733 (159) 5,082

-0- 2,261 2,016 (53) 192

3,331 12,215 12,235 -0- 3,311

430 732 736 -0- 426

1,278 4,166 4,650 -0- 794

-0- 1,508 1,197 -0- 311

205 94 377 79 1

-0- 6,929 6,223 (706) -0-

4,894 607 3,429 928 3,000

61 51 9 -0- 103

300 -0- 620 (180) (500)

-0- 101 -0- (101) -0-

1,389 3,158 4,431 -0- 116

146 -0- -0- -0- 146

151 915 680 -0- 386

99 2,502 -0- -0- 2,601

-0- 2,185 2,344 159 -0-

$ 26791 $ 89621 $ 95732 $ -0- $ 20680

See accompanying independent auditor’s report.
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

Schedule 4

SCHEDULE OF REVENUES BY SOURCE AND EXPENDITURES BY FUNCTION
ALL GOVERNMENTAL FUNDS

YEARS ENDED JUNE 30,

2004 2003 2002 2001
Revenues:
Local Sources:
(o Tor= I -3 . $ 932,582 % 894,696 $ 868,900 $ 757,170
TUILION e e 94,093 113,764 23,009 238,186
(@1 01T SRR 173,639 149,526 178,053 149,259
Intermediate SOUICES ........cccvvvvvrvvvrereeeeeeee e, 362,968 160,529 163,366 16,140
State SOUICES .....cooieeiee e e 1,112,187 1,189,779 1,135,833 1,049,483
Federal SOUICES .....ccccvvvvviriiiiieieieeeeee ceeeeeeans 126,899 207,445 117,947 137,068
TOTAL $ 2802368 $ 2715739 $ 2,487,108 $ 2,347,306
Expenditures
Instruction:
Regular Instruction...........cccccoeveeeeveeevn e $ 981,371 $ 1,016,936 $ 960,138 $ 1,011,848
Special INStruction ............ccocceeeiiiiiieeee e, 424,182 390,956 367,662 363,505
Other INStruCtion ........cccccvvvviviirieieeeeee e 546,488 370,251 508,058 278,615
Support Services:
Student SErVICES.......ocovvvuvrrriririeeeeeeee e 2,638 1,362 35,598 57,387
Instructional Staff Services .........ccoeevvvevnnnnns 40,687 105,979 97,946 135,370
Administration Services ........ccccccvvveeeeeeenenn. 232,608 279,056 309,326 300,920
Operation & Maintenance of Plant Services 241,671 156,445 149,990 183,040
Transportation ServiCes .........coovveeeriiuvenennn. 59,614 52,368 48,541 51,383
Central SUppOrt ServiCes........ccccevvivveeeeenn. -0- 5,850 3,818 3,416
Non-Instructional Programs...........ccccceveeeeinnnes 2,219 -0- -0- -0-
Other Expenditures:
Facilities Acquisition ...........ccccoevciveeeeeninn.n. 14,186 32,476 84,308 66,137
AEA Flowthrough ......cccccooeviiiiineeee e 82,309 88,607 86,814 85,056
TOTAL $ 2627973 $ 2500286 $ 2,652,199 $ 2,536,677

See accompanying independent auditor’s report.
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DAVID A. MASKE

110 West 4'" Streaet, Suite # 205 Certifiled Public Accountant 712/262-6087

P.D. Box 1297 (fax) 712/262-6080
Spencer, A 51301

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING

To the Board of Education
Graettinger Communily School District
Grasttinger, lowa

| have audited the financial statements of Graettinger Community School District, as of and for the year ended June 30, 2004,
and have issued my report therson daled October 26, 2004, | conducted my audit in accordance with U.S. genarally accepied
auditing standards, Chapter 11 of the Code of lowa, and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Complroller General of the United Stales,

Complian

As part of obtaining reasonable assurance about whether the Graettinger Community School Dislrict's financial slatements ar
free of material misstalement, | performed tests of its compliance with certain provisions of laws, regulations, confracts and
grants, non-compliance with which could have a direct and material effect an the determination of financial statement anounts.
However, providing an opinion on compliance wilh those provisions was not an objective of my audit and, accordingly, | do not
express such an opinion.  The results of my tests disclosed no instances of non-compliance that are required to be reported
under Governmaent Audiling Standards. Howewver, | noted certain immaterial inslances of nen-compliance that are described in
Parl Il of the accompanying Schedule of Findings

Comments involving statutory and other legal matters aboul the Disfrict's operations far the year ended June 30, 2004 are
based exclusively on knowledge obtained from procedures performed during my audil of the financial statements of the District,
Since my audit was based on tests and samples, not all transactions thal might have had an impact on the comments were
necessarily audited. The comments involving stalulory and olher legal matters are not intended fo constiute legal
interpretations of those statutes. Prior year statutory comments have all been resolved,

Internal Contrel Over Financial Reporting

In planning and performing my audit, | considered the Graetlinger Community School District’s internal control over financial
reporting in order to delermine my auditing procedures for the purpose of expressing my opinion on the financial statements and
not 1o provide assurance on the internal control over financial reporting. However, | noted cerlain matters involving the intemal
control over financial reporting and its operation that | consider to be reporiable conditions. Reportable condilions invalve
matters coming to my attention relating o significant deficiencies in the design or operation of the intemal control over financal
reparting that, in my judgment, could adversely affect the District's ability to record, process, summarize and report financial
data consistent with the assertions of management in the financial statemenls. Reporlable conditions are described in Pan | of
the accompanying Schedula of Findings,

A material weakness is a condition in which the design or operation of one or more of the internal control components does not
reduce lo a ralatively low level the risk thal misstatementls in amounts thal would ba maleral in relation 1o the firance
slalements being audited may occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. My consideration of the internal control dver financial reporting would not necassarily disclose 3l
matters in the internal control that might be reportable conditions and, accordingly, would nol necessarily discinsa all raporable
conditions that are also considered to be material weaknesses. However, the reportable conditions described abave, | beiave
itern D4-1-A, is a malerial weakness. Prior year reporiable conditions have all been resolved excepl for item D4-1-A.

This report, a public record by law, is intended solely for the information and use of the officials, employees and citizens of the

Graettinger Community School District and other parfies lo whom Graettinger Community School District may report, This
report is not intended to be and should not be used by anyone olher than these specified parties.

I would like to acknowledge the many courlesies and assistance extended to me by personnel of the Graettinger Community

School District during Lhe course of my audit. Should you have any questions conceming any of the above matiers, | shall be
plaased to discuss them with you al your convenienca.

DD fe o

Oclober 26, 2004 DAVID A E
Spencer, lowa Certified Public Accountant
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GRAETTINGER COMMUNITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2004

PART | - FINDINGS RELATED TO THE FINANCIAL STATEMENTS:

INSTANCES OF NON-COMPLIANCE:

No matters were reported.

REPORTABLE CONDITIONS:

04-I-A

Segregation of Duties — One important aspect of internal control is the segregation of
duties among employees to prevent an individual employee from handling duties which
are incompatible. One individual handles most of the financial duties, including recording
financial data and reconciling accounts.

RECOMMENDATION - | realize segregation of duties is difficult with a limited number of
office employees. However, the District should review its procedures to obtain the
maximum internal control possible under the circumstances.

RESPONSE - We will continue our review our procedures and implement additional
controls where possible.

CONCLUSION - Response accepted.

PART Il - OTHER FINDINGS RELATED TO STATUTORY REPORTING:

04-11-A
04-11-B
04-11-C
04-11-D
04-1I-E

Official Depositories - Official depositories have been approved by the District. The
maximum deposit amounts approved were not exceeded during the year ended June 30,
2004.

Certified Budget - Disbursements for the year ended June 30, 2004, exceeded the
certified budget amounts in the non-instructional and other expenditures function.

Recommendation - The certified budget should have been amended in accordance with
Chapter 24.9 of the Code of lowa before disbursements were allowed to exceed the
budget.

Response — Future budgets will be amended in sufficient amounts to ensure the certified
budget is not exceeded.

Conclusion - Response accepted.
Questionable Expenditures - No expenditures that may not meet the requirements of

public purpose as defined in the Attorney General’s opinion dated April 25, 1979, were
noted.

Travel Expense - No expenditures of District money for travel expenses of spouses of
District officials or employees were noted. No travel advances to District officials or
employees were noted.

Business Transactions - No business transactions between the District and District
officials or employees were noted.
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04-1I-F
04-1I-G
04-11-H
04-11-I
04-11-J
04-11-K

GRAETTINGER COMMUNITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2004

Bond Coverage - Surety bond coverage of District officials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewed
annually to insure that the coverage is adequate for current operations.

Board Minutes - No transactions were found that | believe should have been approved in
the Board minutes but were not.

Certified Enrollment - No variances in the basic enrollment data certified to the
Department of Education were noted.

Deposits _and Investments - No instances of non-compliance with the deposit and
investment provisions of Chapters 12B and 12C of the Code of lowa and the District's
investment policies were noted.

Certified Annual Report — The Certified Annual Report was filed with the Department of
Education timely, and | noted no significant deficiencies in the amounts reported.

Deficit Balance — At June 30, 2004, the District had a deficit in the Management Fund of
$1,181.

Recommendation - The District should consider options to eliminate this deficit.

Response — Tax collections in the upcoming fiscal year will eliminate the deficit.

Conclusion - Response accepted.
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